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DEFINITIONS
IDA publishes the foliowing documents to report the resutts of its work.

Reports

Reports are the mast authoritative and most carefully considered products IDA publishes.
They normally embody results of major projects which (a) have a direct bearing on
decisions affecting major programs, (b) address issues of significant concern to the
Executive Branch, the Congress and/or the public, or (¢) address Issues that have
significant economic implications. IDA Reports are reviewed by outside panels of experts
to ensure their high quality and relevance to the problems studied, and they are released
by the President of IDA.

Group Reports

Group Reports record the findings and results of IDA established working groups and
panels composed of senlor individuals addressing major issues which otherwise would be
the subject ot an IDA Report. DA Group Reports are reviewed by the senior individuals
responsible for the project and others as selected by IDA to ensure their high quality and
relevance to the problems studied, and are released by the President of IDA.

Papers

Papers, aiso authoritative and carefully considered products of IDA, address studies that
are narrower in scope than those covered In Reporls. IDA Papers are reviewed to ensure
that they meet the high standards expecied of refereed papers in professional journals or
formal Agency reparts.

Documents

DA Documents are used for the convenience of the sponsors or the analysts (a) to record
substantive work done In quick reaction studies, (b) to record the proceedings of
conferences and meetings, (c) to make avallable preliminary and tentative resuits of
analyses, (d) to record data developad in the course of an investigation, or (e) to forward
information that is essentially unanalyzed and unevaluated. The review of 1DA Dotuments
is suited to their content and intended use.

The work reported in this document was conducted under contract MDA 903 83 C 0003 for
the Depariment of Defense. The publication ot this IDA document does not indicate
endorsement by the Depariment of Defense, nor should the contents be construed as
reflecting the official position of that Agency.

Review of this material does not imply Department of Defense endorsement of factual
accuracy ov opinion.
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PREFACE

This two-volume draft paper is a transcript of the first seminar in a planned series of
six held in 1992 and 1993 on Resource Preparedness. The statements and comments do
not necessarily represents the views and opinions of the Institute for Defense Analyses, the
organization represented by any speaker, or any department or agency of the United States

government.

Volume I consists of a summary of the seminar followed by a transcript of the
proceedings. Volume II contains the appendices, including the figures and viewgraphs
accompanying each presentation as well as the agenda and list of participants.
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FIGURES AND PREPARED NOTES

This appendix contains the prepared notes. outlines. figures. and viewgraphs
submitted by the industry speakers as a part of their presentations. All figures are
referenced in the transcript in Volume 1. Note that Mr. Ailshie's comments (Appendix C-
2) refer to the questions submitted to the speakers prior to the seminar. They are.
therefore. not directly referenced to the transcript. Mr. Auberry's and Mr. Bonner's
comments Appendix C-1 and C-4. respecuvely) were submitted in textual formart but have
peen edited by IDA into the figuresslide format included here.

Appendix C-7 contains the viewgraphs accompanying Mr. Novak's compiementary
briefing given after the ciose of the seminar. The transcript (Volume I) does not contain
Mr. Novak's briefing comments but the viewgraphs are included here for the reader's
background and information.




APPENDIX C-1
MR. HORACE AUBERRY
WELLCO ENTERPRISES, INC.




Wellco Who?

Shoes

Shoe machinery

Shoe manufacturing Technology
$30.000.000 public company

Technically a large business

Figure C-1-1

Welico's Defense Role

Manutactures combat boots
Develops combat tootwear
Makes specialized machinery
Licenses to competitors

65% sales direct to D.O.D.
20% D.O.D. related

15% Other

15% Export

Figure C-1-2

C-1-1




Events - July '90

+ C-3 Contract awarded May 90
- Minimum sustaining rate
- 1200 pair per day. 1/3 capacity
- All leather combat boot
- 32 hour average work week
» Desen Boot Development
- 1989 U.S. Army Natick contract

General Schwarzkopf initiative

- 80 pair in field test

Figure C-1-3

Events - August. 1990

No panic

Good depot inventory position, jungle and combat boot
Use jungle boot for Desert Shield

Commence contract action for new jungie boot

Desert Boot Development

- Additional prototypes to Natick

Figure C-1-4
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Events - September. 1990

e Desert Boot Deveiopment
e Quick fix decision
- Jungle boot pauemn
- Change to0 tan
- Eliminate steel plate and vent eyelets

- Spec changes developed

Figure C-1-5

Events - October, 1990

« (-3 contract for new black jungle boot

» Now need jungle boot due to high mobilizatuon use

Two options exercised on jungie boot

67% of total contracts converted to new desert boot

Figure C-1-6

Events - November. 1990

» Panic - all out acceleration
- DPSC week-end call
- Overtime
- Air freight
- Premium payment to subcontractors, etc.
- Wellco commitment - 3,000 pair per day by February
- Significant shipments in December
- Rush one pair size 11 1/2R for General Schwarzkonf

Figure C-1-7
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Events - December. 1990

« General Schwarzkopf unhappy
- Boot procurement paraiyzed
- Industry given one week to respond
- General chooses Wellco ND914 from nine submitted

Figure C-1-8

Events - December. 1990 - January 135, 1991

« Tech data contract with Natick
- 103 sizes of patemns
+ 184 pair confirming test boots produced
* ND914 procurement
- Tech data to DPSC January 13th
- Soliciwation January 14th
- Leter contract January 15th
- Decision to continue full speed on first model
- Conven to new model as soon as practical
- Wellco first shipment 5000 pair January 15th

Figure C-1-9

Wellco Overall Performance

* From 1.200 pair per day to 3.000 in three months
* Barely made commitment overall

* Ahead December and January

+ Slightly behind February and March

Figure C-1-10

Hampered by

e Labor only bottle neck

* Introduction of three new items in as many months

Figure C-1-11
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Industrial Preparedness Measures

* (-3 MSR contract in place
* New C-3 in October short-cut procurement

» Use of existing options allowed immediate procurement

Figure C-1-12

DPSC - Natick Co-Operauon and Performance

* General S boot one month from prototype to procurement

* Normally two vears

* Phone approval of minor dgeviations

Figure C-1-13

Downside

* Chaos

* Letter contracts

* Cost plus auitude creates lasting inefficiency

*  Getting paid in the aftermath
- $1.012.000 for acceleration - agreed - no interest
- 1.092,000 computer clin mix-up, interest

- 663.000 mods - mostly agreed - no interest

- 70,000 between bill/final price - no interest

C-1-14
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aelow is information provided in response to the guestions
for éiscussion purposes:

1.

pid you experience any difficulties in maintaining or
increasing production of military items during Desert
Shield/Storm because of laws and regulations at the
local, state and federal levelsg?

SO-PAK-CO was able t> ramp uUp to required quantities
without any delays caused by laws or regulations.

SO-PAK=CO presented a plan to DPSC at a scheduled meeting
on November 9, 1990 to suppor:t ODS. This plan included
various deviations to the specification te increase
produczion, immediate acceleraticn of all existing
contracts and cur plan to produce Z.l mm cases/mogth
which complied with our Industrial Preparedness P.ian.

The Government was unable t> furnish ampie GFM T2 suppcIt
.1 mm cases and therefore requested our plan be revised
to 1.3 mm cases/month. This is an increase in excess cf
7 times our normal production during peacetime. 1In
addition to this figure, SO-PAK-CO was scheduled to
produce in excess of limm retort pouches a month at our
two processing facilities.

It was necessary for SO-PAK-CO to make various buildipg
improvements and acquisition of equipment, to meet this
immediate surge requirement, as follows:

Additional ramps to accommodate the thirty six

trucks a day we would be shipping out at ocur maximum
production level.

Refurbishing warehouses to meet Government standards
throughout Mullins in order to have ability to

receive the 25-30 trucks of lacoming product on a
dally basis.

Re-design the final assembly cperation in order to
give a more efficient run at this higher speed and

to make rocom for the additicnal lines which would be
set-up to comply with 60,000 cases a day.

At the assembly facility, SO=-PAK-CO also vacuum
packs crackers. We recaive the crackers in bulk as

GFM and are reguired to vacuum pack these items. 1In

order to increase from a lavel of 102,000 cracker
packs/day to 720,000 packs/day we enlarged our

cracker facility and acquired additional machinery
to meet the demands.

C-2-1




Increasing employment £rom 730 to in excess of
3,000 in order o meet this demand.

Did the Government (at any level) help you by providing
waivers, priorities, etc?

During our meeting on November 9th, SO-PAK-CO presented
varicus deviations which would be necessary tc meet tRhe
ramped-up requirementc.

The Government was timely on most deviations requested.
However, there were times when a delay on a deviation
did cause delay in production. A recommendation would
be to streamline this process and allow the Contractor
go directly to Natick - the drafter of the specifi-
cations, aleng with the Contracting Offlcer.

Below is a sample of key requests rresented in order to
comply with the increased demand:

Pricrity was required on receiving trucks shipping cut
MRE's. Our contracts are FOB origin and therefore were
Government furnished trucks. At our maximum scheduled
capacity it was necessary to ship out preduction on a
daily basis. Without DCAS-Atlanta meeting this
schedule, a delay of two days would have shutdown our
operation due to lack of storage space.

Code changes on the pouches to increase production.

Payment needed to bs made within 10 days because of our
extended cash flow, since approximately 30% cf the
components are Contractor Furnished Material.

Inspection cf product needed to be performed immediately

following production rather than the normal 24 hour time
frame.

From your viewpaint and experience, how should surge
orders be handled in the future if increased deliveries
of production items (military or civilian) are
requested, or if a dormant product is resurrected?

In regards to surge requirements it might be recommended
to lncrease their stock level so when a surge/mebili-
zation does occur it will not trigger off an immediate
panic. By increasing these stock levels with a turn

over no longer than three yvears, tue sucge would be more
of a phase in type process.

As mentioned, SO-PAK-CO presented our detailed plan on
Novembar 9, 1990 with a price submitted the following
week. DPSC felt that their only avenue was to award
letter contracts which have caused S0-PAK-CO horrendous

C-2-2
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experiences in the past and we have gone cn record well
before ODS that we would not be interested in a letter
contract. A detailed audit aleng with negotiations
carried over the next three months until we received a
firm fixed price contract to start in Apri.. In the
meantime, nowever, SO-PAK-CO accelerated and met <he
production requirements as outlined in our November 9th
meeting. SO-PAK-CO's plan which began Ly acceleraticn
of final cases in November, would have resulted in
producing more cases than our two competitors combined.
During ODS the Government purchased ''warenouses'" of
commercial products for support items at market prices.
This was products which were not being purchased by the
consumer. We need to review how we gc about contracting
during times of urgency, and maintain this industry in
order to avoid these type of purchases.

What can the Government (at any level) do to allow you
to reach your maximum physical capacity, operating

around the clock, within six, twelve or twenty four-
months?

in order for the Contractor to ramp Uup to maximum

physical capacity, we first must be maintained during
peacetime.

Meals, Ready-To-Eat (MRE's) are an essential compenent
of our naticnal defense. In order to create an
industrial base, DoD encouraged several companies to
invest in excess specialized equipment needed to produce
MRE's. In return, the government has annually purchased

a "sustaining level" of MRE's in order to maintain a
mobllization capability.

Efforcts to radically reduce MRE procurement could
destroy this aliready fragile industry. ©=5oD is proposing
to cut FY 1992 MRE purchases te 1.2 million cases, a
figure which is less than half of the annual rate prior
to Operation Desert Storm. 1If this occurs, there will

not be a MRE Industry available to support the necessary
surge rsquirements we are discussing.

Operation Desert Storm underscored the need to maintain
a strong industrial base for MRE's. The MRE suppliers
and assemblers were able to respond quickly and
effectively to the military's demand for food rations.

Following Desert Storm, the House ~f Ssnate Armed
Services Committees recognized MRE':s as one of several
pProducts considered by the Defense Department to be "war
stoppers.” The Committee noted in the FY 1992

Authorization Conference Report that:

C-2-3
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The experience of Cperaticn Desert Storm under-
scores the importance of maintainling the pro-
duction capability in the industrial base for
critical items of military supply and material.
during Operation Desert Storm a number of items
were identified as potential 'war stoppers,"
including ... Meals, Ready-To-Eat ... The
Defense Department considers an item to be a war
stopper 1f it is critical to carrying out the
mission of the military services and has a large
surge mobilization requirement, Sut peace-time
buys are insufficient to maintain a mobilizaticn
capability. K.Rept. 102-311,

T¢# the Government reduces its MRE purchases to the
proposed level of 1.2 million cases, one cor more cf the
three MRE assemblers wil. be forced out of business.
This action will reduce the maximum potential MRE cutput
for future mobilizations and put the Government in the
sulnerable position of dealing with a single supplier
¢or an essential war item, assuming that even cne
supplier could be maintained at this low rate.

We understand that DeD is resisting additional MRE
purchases because of the overhang of unused MRE's {rom
Operation Desert Storm. This is a short-term problem
and it should not be dealt with in a manner which
jeopardizes our long-term mobilization capability.
Excess MRE's can be used as part of a varlety of
domestic and internaticnal humanitarian efforts,

including the current effort to aid the former Soviet
Republics.

The Government must establish &8 realistic minimum
sustaining rate. In 1990, DoD completed a study which
found that an annual preocurement of 3.1 milllion cases
was "insufficient to sustain the industry." In light of
this information, it would be inappropriate to reduce
annual MRE procurement below the 3.6 milllion case figure
specified in the FY 1992 Appropriations Bill.

DoD should fully utilize MRE's during military training
maneuvers. This action would not only boost peace=-time
MRE consumption, it would improve troop training and
provide valuable feedback on the product.

DoD should also work with other agencies such as the
State Deparctmenr, FEMA, USDA, and HHS to identify
appropriate on-going nonemilitary uses for MRE's These
uses might include domestic and international disaster
assistance and smergency food support f£or the homeless.

C-2-4
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How can Industry and Government (at all levels) work
together to accelerate production of existing items or

to produce new systems when appropriate, for national
security purposes?

It is imperative, as menticned above, that the base kte
protected. The MRE is a small and fragile industry and
if the discussed cutbacks are incorporated the base for
the MRE would be destroved.

The Government and Contrac:tors needs to work together
and be more innovative in our current procurement system
of MRE's. In 1985 and again in 1989 we proposed what we
believe would be a innovative approach of buying
raticns, called the Total Systems.
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APPENDIX C-4
MR. LANE BONNER
SIEBE NORTH, INC.




2 August 1990 - Iragi forces invade Kuwait.

Comments. Like other defense contractors, we speculated that the U.S. wouid become
involved, and that we might eventullay be asked to provide accelerated product delivery.

1 September 1990 - (Approximately) DPSC commenced weekly and monthly verbal
requests for up-to-the minute production and shipping schedules.

29 October 1990 - DPSC rountely issued a new solicitation for an annual MSR
procurement/contract.

Comments: Because of the necessity of correcting certain errors which we detected in
the specification, the bid closing was extended from 13 November to 20 November.

9 January 1991 - Effective date of the award of contract DLA100-91-C-4064, although
not signed by the contracting officer until 1 February 1991. Contract was for 827,148

pairs of chemical protective gloves.

Comments: Although boldly hand-lettered with a “DESERT STORM" legend across the
top of page 1, this contract included the usual clause, "Acceleration of delivery is
permitted only as authorized by the procuring contracting officer.” (This was typical, since
these contracts are of the MSR type.) First delivery was due at destination 60 days after

award.

16 January 1991 - Air offensive began.

Comments: Still no request for accelerated production.

) Eebruary 1991 - DPSC issued Solicitation DLA100-92-R-0205 for a total of 708,408
pairs.

Comments. Clearly, this was planned as an exigency procurement:

1) Rubber-stamped with “DESERT SHIELD" (sic) legend.

2) Offers due only 7 days after issuance of the solicitation.

3) Acceleration of delivery permitted.

4) Delivery to be completed in four monthly increments. “Liquidated Damages”
(penalty) for late deliveries.

* 24 February 1991 - Ground offensive began.
* 28 February 1991 - Cease-fire became effective (at 8:00 A.M. Riyadh time).

Comments: At no time between receipt of offers (8 February) and the end of the war
was there any indication that a contract was about to be awarded, nor was there the
customary request for “Best and final® offers.

17 April 1991 - Offerors submitted "Best and final* offers on the "exigency" procurement.
10 May 1991 - Award made (as modification to existing contract DLA100-91-C-4064).

Comments. We immediately took steps to increase production. Additional personnel
required for 3 shift versus 1 shift production were hired, trained, and put to work.

6 July 1991 - Contracting Officer ordered accelerated production stopped, remaining
unproduced quantities to be delivered at MSR rate upon completion of basic contract.

Figure C-4-1. Chronology Desert Shield/Storm - Siebe North, inc.

C-4-1




DoD was extremely slow in assessing its potential additional needs for chemical warfare
gloves. By the time it did so, the war was nearly over.
When an exigency procurement was finally promulgated, the products to be provided

would have only become available at a date after General Schwarzkopf's “worst case”
estimate of a 60 day ground war - even if a contract had been promptly awarded.

The defense procurement process - at least at DPSC - is so hampered by process,
regulation, and lumbering pace, that it seems aimost incapable of decisive action.

Figure C-4-2. Conclusions: Desert Shield/Storm - Siebe North, Inc.

We were not (and would not have been) hampered in increasing production because
of laws and regulations at local, state, and federal levels.

Figure C-4-3. Effect of Laws and Regulations

The government did not help us, but could have done so, by providing waivers, priorities,

etc:
a) It could have rescinded the prohibition against acceleration deliveries.

b) it could have employed the Defense Priorities Allocations System (DPAS) to good
use by assigning a higher priority (DX), and/or by reminding contractors and
subcontractors of their DPAS obligations.

c) It could have prioritized government laboratory testing of our products. (Pre-
shipment samples are tested for war-agent permeation resistance at Aberdeen
Proving Ground. A contract clause allows 30 (working) days for such testing; it is
currently taking about 70 (calendar) days; and the testing actually could take less
than 2 (working) days, including sample preparation, paperwork, etc.)

Figure C-4-4. Possible Government Help

C-4-2




From our viewpoint and experience, surge orders in the future could be better handied in
several ways, all involving better planning and preparation.

a) The contracting activity should be required to have developed an approved
exigency procurement plan for every key item.

b) Every "MSR* type contract could require mandatory acceptance of an exigency
procurement clause (what's one more clause!). Such a clause could be rather simple
and straightforward, with a conditional price not to exceed a predetermined level, the

final price to be negotiated at a later date,

Figure C-4-5. Future Improvements

We could reach our maximum physical capacity, operating around the clock, within 6-9
months (or less) without government help (based on present circumstances).

Figure C-4-6. Time Reach Capacity

The procurement process today is one primarily conducted by arm's-length formalities - as
if between opposing lawyers in divorce court. “Cooperation® and *Work together" aimost
seem to be foreign words and phrases. (Having said that, it is equally important to note that
our relationships at DPSC with the Contracting Officer and his assistant could hardly be better,
to the extent that a formalized process permits. It is thus the “system® we criticize.)

Figure C-4-7. Government/industry Relationship

C-4-3
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CImereased outommtion will enhance/insure capability
o meet "Surge’ requlraments.
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- Exttended. Component Lead Time-
Lack of Trained Labor Force:
~Deterioration of Equipment and Facilities

. Longer Production Start Up-

>
L
&*
e FDA/GMP Implications
®
v Significant Costs

C-5-06 Figure C-5-¢
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HOW CAN GOVERNMENT &
INDUSTRY WORK TOGETHER

_ Mam’mm Ongoing Dialogue
- Cammercialize Naon-critical: Specifications
Best- Value- Procurernent —--———
Multi-year: Funding/Contracting .
- Identify Altemative Markets for Auto-injectors

=~
Figure C-5-7




POTENTIAL NEW MARKETS

e Chemical Weapan Demil. Program

» FMS tc Allied Foreign Goverrments
for Protection of Mlhtary/CnnlJan
Populations

Figure C-5-8
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